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PREFACE 


This issue of BAYLOR BUSINESS STUDIES, varying 
from the monograph form of previous issues, includes two articles, 
one on “Developing Management Leadership in a Complex Era” 
by Dr. W. R. White and one “From High School Graduate to 
College-Trained Accountant at Baylor University” by Dr. Emerson 
O. Henke. 

These articles, coming from two highly competent men, one a 
distinguished educator, leader in religious and civic affairs, and 
President of Baylor University; the other a scholar and author in 
his own field and Chairman of the Accounting Department of 


Baylor University, are commended to the reader, 


A. S. LANG, Dean 
School of Business 


DEVELOPING MANAGEMENT LEADERSHIP 
IN A COMPLEX ERA* 
BY 
Dr, W. R. Wurre, President 
Baylor University 


On the surface, the developing of management leadership ap- 
pears to be very simple and obvious. There is a tendency, how- 
ever, to proceed directly toward the goal without proper under- 
standing of the many complexities existing in the world of today. 
First I am going to discuss the perplexing era in which we live 
and the nature of our environment since there are some factors in 
it that are comparatively new. Management leadership cannot be 
developed without giving proper consideration to these factors. 

In addition to the foundations that we already have as our 
heritage, there are two forces that have greatly modified and 
changed the atmosphere of the whole world—science and socialism. 
All of us have some idea of the changes brought about by science, 
and I mention them only to refresh your minds. None of us can be 
completely aware of the influence science has in shrinking man’s 
world, in making every man every other man’s neighbor. 

All of us realize that through the developments and powers of 
science there hangs over most of our heads either an atomic or 
hydrogen bomb, or a guided missile; and with the recent ad- 
vances of science there will soon be enough to dangle death over 
all of our heads, Time and space are no longer bulwarks to pro- 
tect us. Therefore, we are thrown together in an anomalous world 
which is dangerous and at the same time unprecedented in op- 
portunity, 

Due to the dissemination of knowledge and enlightenment, the 
whole world is awakening rapidly—the backward nations, as 
well as the great nations who have had the advantages of prosper- 
ity and know-how, Thus there has been produced in the world a 
disturbing, revolutionary era with rapid and continuous change. 
This rapid change, brought about and made possible by science 
and other elements, has produced confusion, and in many in- 
stances, consternation, which finds the world today tense and 
nervous, 

The future executive cannot intelligently discharge his duties 
without an awareness of various economic systems. This includes 
*This article, with minor revisions, is an address delivered at the 


annual Southwest Placement Association Conference, Hilton Hotel, 
Albuquerque, New Mexico, October 16, 17, and 18, 1957, 
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a knowledge of the dangers that are inherent in a socialistic eco- 
nomie system, whieh has spread rapidly for several reasons, For 
one thing, the world is in a distressing condition politically and 
economically, Also, there has heen an awakening of the underprivi- 
leged world resulting from travel, missionaries, communication 
facilities, wars, and enlightenment released to us by selence, 
Therefore, these people are arousing from their slumber, becoming 
convineed of their rights, and seeing more and more the contrast 
hetween the privileged and underprivileged peoples of the world, 
Of course, they are very gullible and are well prepared soil for the 
most astute propaganda whieh the world has ever known—social- 
ism and communism, All of this, as you and | know, has intensi- 
fied class and racial consciousness which provides a very receptive 
mind for the propaganda covering the whole earth, We have been 
so busy making a living, producing and enjoying the fruits of our 
liberty and toil that we have taken for granted our way of life, 
Science has thrown us all together and made us neighbors, 

There was a time when business and professions relied large- 
ly upon their products for their success, Today with high-powered 
advertising and the means of presentation through propaganda 
the situation has changed, Our Russian friends, if you want to 
call them friends, are exploiting this, The Russians, under the 
influence of communism and state socialism, have been able to sell 
untruths and lies with more skill than we have been able to sell 
the truth, You would think that our product ought to be able 
to take care of itself, but in the modern world that is utterly im- 
possible and illogical. As a matter of fact, we must learn how to 
sell the truth with greater skill than the proponents of other 
ideologies. 

There is a chaffing on the part of the underprivileged nations 
of the world because they have long been under foreign political 
domination. They resent any circumscribing of the realization of 
their rights. These nations have had a glimpse of a better social 
order and are tremendously restless at this time. The under- 
privileged nations listen to anyone who criticizes those who have 
been dominating them. At the same time, the Russians hold out 
to them economic abundance and security, and promise that which 
cannot be fulfilled. As a result, many millions of people are being 
turned their way. 


The influence of socialism is not confined to the underprivi- 
leged nations of Europe, but permeates much of the social order 
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of the United States as well as some of the other fine nations sueh 
as England, Italy, and Franee, If we understand the perplexities 
of this era and are aware of the keen class-consciousness whieh 
exists, we shall have the background for the sane, proper develop- 
ment and training of leadership in management of industry, busl- 
ness, and any aphere of activity, 

Since | have observed the greatly modifying influence of 
science and socialism in our lives, what is the pattern for leader- 
ship in management? First of all, the prospective manager must 
he thoroughly aware of the environment in whieh he functions or 
he will make tragic blunders and mistakes, There was a time when 
the produet pretty well took care of itself, and one did not have to 
worry about anything else, But public relations and the under- 
standing of our environment in the local community, the state, 
the nation, and the world has become of paramount importance, 

Those training to be business leaders must be keenly sensitive 
to human and spiritual values; otherwise, their leadership and 
motivation will drop to a sub-human level, Whenever things be- 
come very impersonal, mechanical, technical, and sub-human we 
have a dangerous situation in the light of the keen and sensitive 
class-consciousness which characterizes our environment, 

The business leader must have, in addition to these qualities 
and the patterns to which I refer, a thorough understanding of 
the basic nature of people, He cannot be understanding; he can- 
not be tolerant; and he cannot be an astute and effective leader 
unless he understands the basic human elements with which he 
has to deal. 

In the next place, he must have perspective. That is some- 
thing we lost many years ago. Mr. Carrel wrote a book entitled 
Nature of Man in which he discussed the loss of perspective 
through every fellow’s trying to be an expert in his own field and 
shutting his ears and eyes to everything else. Continuous con- 
centration in his own field by the specialist has destroyed his 
perspective, and he is not able to see the whole. 

Perhaps the place of the business leader is analagous to the 
situation faced by a good quarterback. The quarterback is un- 
usually good when, with a flash, he can look over the whole situa- 
tion while calling signals and executing plays. He can sense the 
developing scene where he had thought of passing or sending a 
play. He must possess skill in handling the ball, a thorough knowl- 
edge of his attack, and of his opponents’ defense. This requires an 
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all-inclusive perspective. Thus he will be masterful on the field 
as he handles the ball with skill and proficiency. Field Marshall 
Smuts called this perspective “holism.” People are too fractional 
and too circumscribed in their vision and imagination, They can- 
not see the whole, thus not being able to act as this master quar- 
terback does, They suffer from specialization too early; con- 
tinued concentration brings about too much isolation of manage- 
ment leadership in public life, 

You see the trends and tendencies today, Formerly a man 
without training and preparation, but with considerable ability, 
could work his way up without much formal education to a su- 
perb place in management, His competition was largely with men 
of his own status, but this is not true today, Not only is the com- 
petition greater because the number of capable, educated men is 
much larger, but also because the complexity of the social order 
is much more difficult to negotiate, 

There was a time when we thought that specialization was the 
whole thing. Great technical schools came into existence. Pro- 
fessional schools demanded early concentration on subjects of a 
specialized nature in the undergraduate field. We started their 
specialization in the second or third year in college. We almost 
deserted the classics and other cultural subjects because it was 
thought that many things in the liberal art concept of education 
had no practical value. 

A new concept has come. Actually men are coming to see 
that the best preparation for making a living is laying a good 
foundation for making a life. The purely technical and material 
factors are not enough; mighty human and spiritual values are 
involved. 


I have heard a number of addresses by great leaders in industry 
throughout our nation and have talked to many of these leaders 
privately, They are becoming more and more interested in the broad 
foundations given by our liberal arts and fine arts colleges. Some 
of our schools of engineering have changed to five-year require- 
ments for graduation, even for the bachelor’s degree. 

Recently I was talking with a prominent executive who said, 
“T went to an engineering school. That is the only training I had. 
The more I developed and was promoted to managerial positions, 
the less help my type of education afforded me, and the more 
consciously and keenly I felt my need for a broader foundation.” 
In advising his son, he told him that he was sending him to a 
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good liberal arts college, like Williams College, for four years. He 
said, “I don’t want you to specialize. You will major in some 
field of the liberal arts; and when you come back, I want to send 
you to Texas A&M for four full years in engineering after this 
liberal education,” 

He means, of course, that what is needed is the intellectual 
discipline that comes from mathematics and logic, with particular 
emphasis on that which develops a sense of values, One must have 
close and very seasoned exposure to the great humanities and 
should take philosophy, history, and subjects that will inform him 
about man’s behavior in the past, discipline his logic, and strength- 
en his ability to see things as a whole as he comes to a place in 
management, 

What is the great objective in all of management? It is to 
produce, but to produce effectively and efficiently is the responsi- 
bility to which people in management have been called. How- 
ever, I think that immediate success in the field in which a man 
is particularly interested ought to be a small circle inside a larger 
circumference, Personal gain and company profit set in the frame 
of the general welfare certainly fits both human nature and the 
higher incentive giving man the inclusive objective. I have never 
decried anyone’s ambitions as some churchmen have. It is like 
a man looking after his own family. If he does not care for his 
own family, he has denied the faith and is worse than an infidel. 

Every man should have a pretty fair knowledge of the Bible. 
It would not hurt to have at least one course in college in practical 
religious faith which not only will relate him to the highest realm 
of intelligence the universe knows but also will teach him the ways 
to the finest human relations. Whenever you conceive of man 
created in the image of his Maker, as a human being with dignity, 
sensitivity, and inviolable rights, and come to the concept of love 
as the greatest lubricant in human relationships, you get the best 
panacea we know. The concept of inalienable rights is not found 
anywhere else. Its discovery by natural processes would have 
been ages behind if divine revelation had not come to mankind. 
Our founding fathers recognized it in the Declaration of In- 
dependence. 

William Lyon Phelps said, “If I had to choose between a col- 
lege education without knowledge of the Bible and a thorough 
knowledge of the Bible without education I would prefer the 
latter.” 
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The profit motive is essential, but it ought to be set againsy 
a larger frame of reference. And what do I mean by the larger 
frame of reference? I mean the making and building of a safer, 
saner, happier, and more satisfying world in which to live. 

“One day when the social sciences have reached further ma- 
turity, we will, perhaps, know more about the sources of human 
happiness. We do know that these blessings lie deep in the in- 
dividual: our capacities to think and react to thought, to live by 
spiritual values, to have understanding and tolerance, to com- 
prehend ideas, to be inspired by greatness, and to have a sense 
of God’s presence. Unless our education is directed to the en- 
richment of these resources, it will fail us in providing our leaders 
and fail us in our time of danger.” (Gilbert W. Chapman) 


| | 
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FROM HIGH SCHOOL GRADUATE TO COLLEGE- 
TRAINED ACCOUNTANT AT BAYLOR UNIVERSITY 


BY 


Emerson O. Henke, C.P.A., D.B.A. 
Professor of Accounting, Baylor University 


A manufacturing organization exists for the purpose of con- 
verting certain raw materials into consumable finished products. 
The factory has a certain plant layout and certain operating pro- 
cedures which it follows in achieving that objective. The Ac- 
counting Department at Baylor University is engaged in the pro- 
cess of converting high school graduates, who constitute the raw 
material, into college-trained accountants capable of assuming 
positions of responsibility in industry, government, and public 
accounting. Therefore, the department has felt it desirable to 
establish certain standard operating procedures and policies which 
should be followed in this conversion process, 

In establishing these policies and procedures, attention must 
first be given to the condition of the raw material. One of the 
characteristics so generally prominent, particularly among lower- 
level college students, is the tendency to try to learn by memoriza- 
tion. This pattern has been established, in most instances, by 
teaching procedures followed in the high schools and in some col- 
lege courses. It is often exemplified by the presentation in lecture 
form of certain data which the student is expected to learn and 
to return to the teacher in written form at examination time. Since 
the memorizing process is not conducive to development of the 
abilities to reason, think, and exercise sound judgment so neces- 
sary for the finished product—namely, a college-trained account- 
ant, the accounting teacher, first of all, faces the difficult task of 
remolding the student’s learning habits. These learning habits 
must be reworked in such a way as to encourage him to use and 
to develop his reasoning and thinking abilities so that he may be 
equipped to exercise them in his vocation following graduation 
from college. In establishing procedures and policies, the first 
question that must be answered is, How can this remolding of the 
learning process be achieved? 

In answering this ever-present question, it is perhaps well to 
begin by suggesting that the teacher cannot overcome this difficulty 
simply by telling his student that they must master accounting pro- 


| 
| 
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cedures by use of a reasoning process. The study habits are too 
firmly established with many of the students for such procedures 
to accomplish the objective. Habits previously formed tend to make 
it easier, particularly at the introductory level, to master the ma- 
terial by the memorization process. The accounting staff at Bay- 
lor has recognized this tendency and has sought to develop the 
presentation of class material and examinations in a way that 
forces the student into the new pattern of learning. The first step 
necessary is for the teacher to organize the class data into a logical 
related body of knowledge. Obviously, some points will need to 
be memorized or learned out of relationship with other material. 
These bits of information should be set out clearly and designated 
as material needing to be memorized. As an example, in the ele- 
mentary accounting course, the student needs first of all to master 
certain definitions and the accounting equation. Knowledge of 
these data enables the teacher to establish a common basis for 
communications relative to information to be developed later in 
the course. The teacher should be careful to show how each of 
these terms and the equation relate to business operations. 


At this stage in the learning process it is also desirable for the 
teacher to set out the objectives which the accountant is seeking 
to achieve. If students can be led to see a reason for the things 
they do, a much clearer understanding of these things can be 
achieved. The accountant’s objectives referred to above can well 
be listed under the following three headings : 


1. He is seeking to assist management in making decisions 
relative to the operation of its business ventures. 
2. He is seeking to assist present or prospective creditors and 
owners in determining their course of action. 
3. He is seeking to provide the data necessary for the prepara- 
tion and support of tax returns. 
Each of these should be expanded and elaborated upon so that 
the student has a fairly complete understanding of the purpose for 
which he is accumulating financial data. He must begin at this 
level to realize that as an accountant he stands in the position of 
interpreting the results of financial operations for management, 
creditors, owners, and the government. He must be led to see 
that the accounting curriculum is designed to give him the tools 
for accumulating and presenting such information to the interested 
parties. Above all, the teacher must make these objectives vivid 
enough that they live for the student. To help accomplish this end 
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he can bring to the classes published annual reports, certified 
statements, tax returns, and other data actually used by business 
enterprises. Discussion of the steps management may follow in 
using a given set of reports to reach a decision can help the student 
to get a realistic feel of the reasons for accumulating the financial 
data. 


At this point, a word of caution also seems to be in order. The 
conscientious instructor may easily carry his discussion to the point 
of confusing the student if he presents an overly detailed explana- 
tion of the previously mentioned objectives. For example, he 
should not be carried away by all of the possible ramifications in 
the managerial use of accounting data. He should make every ef- 
fort to have the student see the forest at this point rather than the 
individual trees in it. 


Having covered the explanation of the objectives, the question 
which should logically follow is, How can they be achieved? The 
teaching policy at Baylor University requires that this area be 
covered next in training the accounting student. The instructor is 
expected to make maximum use of classroom discussion for the 
purpose of encouraging the students to reason and think with him 
about these and subsequently covered matters. The discussion of 
ways and means of achieving the objectives might well be initiated 
by asking a member of the class what he would want to know about 
a business if he were managing it. The answer coming from class 
discussion directed by the teacher should quite logically be shown 
to be profits or losses resulting from the business operation and 
a statement of financial condition. This answer clearly indicates 
the reasons for preparing our two accounting statements and 
gives a logical entry into the discussion of the statement content. 
At this point, by using the previously learned definitions to ex- 
pand upon the meaning of the statement data, the student can be 
led to see the real significance of them and how he can attain the 
objectives sought to be accomplished by the accountant. 

Having achieved an understanding of the purposes of account- 
ing data together with the statement best fitted to achieve those 
ends, the teacher is ready to lead the students a little farther in- 
to the learning process by suggesting the questions, How can the 
data which is necessary to provide the needed statement informa- 
tion be accumulated? Some elementary textbooks introduce a 
procedure of accumulating by adding and subtracting the transac- 
tion data starting from the accounting equation previously explained 
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to the student. Such a process seems desirable as a device for help- 
ing the student to visualize the process of data accumulation and 
its relation to accounting classifications previously defined. The 
simplified bookkeeping cycle may thus be developed at this stage in 
the student’s learning process as a reasonable answer to achieve- 
ment of the accountant’s objective of statement presentation. Please 
note that up to this point the only memorization required has been 
the learning of certain definitions and the accounting equation. 
Certain objectives have also been set out which may have been 
memorized, but this is not a necessary element of the training pro- 
cess. The rest of the development of the student is achieved by 
showing the logical association of the related steps and procedures 
to each other and to the objectives sought to be accomplished. 


Having understood the simplified cycle and statements, the stu- 
dent is now ready for another touch point of memorization. He is 
ready to learn the law of debit and credit together with some added 
definitions. He must, of course, understand the meaning of the 
terms debit and credit if he is to understand the use of the law. 
Furthermore, he must be introduced to the definition of a ledger 
account as a device for accumulating increases and decreases to 
individual items of the business. He is now ready to substitute 
the debit and credit process for the arithmetic process in the ac- 
cumulation of financial data. At this point the teacher must 
be careful to show clearly the relationship between the two methods 
so that this change becomes another logical step for the student to 
take in the development of his understanding of accounting. 

At this stage of development the student should be ready to 
take his first accounting examination covering material previously 
discussed. The examination should be carefully developed by the 
teacher in such a way that the student will be forced to use a 
thought and reasoning process in the solution of one or more of 
the questions or problems. It is often desirable to present a situa- 
tion to the student, the exact likeness of which he has never 
faced in his class sessions. The problem should be capable of 
being solved by reasoning from certain points and processes dis- 
cussed in the classroom. Examinations over subsequent sections 
of the accounting material presented to the student should be 
similarly developed. 

From here the student should be led through successive stages 
to the point where he understands the complete bookkeeping cycle 
as a reasoned-out set of procedures for achieving the objectives 
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sought by the accountant. The same process of learning defini- 
tions of terms and subsequently using them in a logical way should 
be followed in teaching the use of journals, adjusting entries, 
closing entries, the worksheet, and the other phases of the book- 
keeping cycle as well as the expansion of these procedures to 
the various types of business organizations. It is probably desir- 
able to tell the student that he should never do anything in con- 
nection with his accounting work that he does not see a reason 
for doing. The teacher, quite naturally, must be ready at all 
points to answer the question “why” as it is asked by his stu- 
dents. 

As the student begins to study intermediate accounting he 
should begin to develop his ability to think theoretically about 
accounting matters. This is the area of study where he can be- 
gin to really see the advantage of the thought and reasoning cul- 
tivated throughout his first year of accounting work. This course 
can well be initiated by a review of the premises established dur- 
ing his first year of study. After this review has been completed, 
the stage should be set for the establishment of accounting pro- 
cedures by working from principles and conventions. 

It seems that the existing basic accounting doctrine to be used 
for establishing generally accepted procedures can well be con- 
sidered in three steps. The first of these may well be called gen- 
erally accepted controlling principles. At least two principles may 
be included in this category, namely : 

1. Materiality 

2. Relative importance of alternate data. 


The student needs to understand the meaning of each of these 
principles and to see how they apply in determining the accepta- 
bility of a given procedure. 


The second group of principles may well be called generally 
accepted subordinate principles. Consistency, conservatism, and 
disclosure are at least three which should be included in this group. 
These are the touch posts with which accepted procedure must be 
associated. To help the student grasp the significance and mean- 
ing of these guiding principles, the teacher should show how each 
of them, when followed in accumulating data, tends to help achieve 
the objectives set out for accountants. He should also use every 
opportunity in considering alternate possible procedures to point up 
adherence or lack of adherence to these principles as a basis for 
justifying preference of one procedure over another. 
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Having established an understanding of the principles, the 
teacher should lead his students to consider certain generally ac- 
cepted conventions of accounting practice. These are practices 
which could be developed from the objectives set out earlier in this 
paper but have in reality come into being through general ac- 
ceptance by the profession. Among these let us list at least the 
following five: 

1. Costs should be matched with the revenue produced by them 

in the determination of net income. 

. Income should be recognized as it is realized. 

. Assets should be valued on a going concern basis. 

. Invested capital should be maintained in the business. 

. Reports should be rendered periodically over the life of the 
business venture. 


& 


A considerable amount of time can well be spent in explaining 


these concepts and elaborating upon them so that the student is 
aware of their implications. 


Having established the foundation on which the reasoning 
is to be built, the teacher can now proceed to the application of the 
reasoning process in establishing certain procedures and valuation 
criteria. The process may be illustrated by the following example 
of reasoning to the correct valuation to be applied to accounts re- 
ceivable. As a going concern, the firm expects to convert the ac- 
counts into cash by collecting them within the operating cycle. 
Therefore, under the going concern convention, the conservative 
valuation of such receivables would be their probable cash realizable 
value. Such a valuation would call for the deduction of probable 
losses for bad debts, discounts likely to be taken, and returns likely 
to be credited to them. Theoretically such a result could be most 
easily defended as a basis of valuation. Quite naturally, at this 
stage, some member of the class will raise the question as to why 
the valuation is not reflected in that way in the statements he has 
seen. Such a question can then be used to open the door for an ex- 
planation to the class that the method of valuation conventionally 
used does not, generally speaking, make a material difference 
in the over-all financial picture of the business. It can be 
observed that the method also will probably not significantly 
distort the relatively more important income statement if that 
method is used consistently from period to period. Therefore, 
the conventional method is acceptable, even though it departs 
from what would be theoretically a sounder basis of valuation. 
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Numerous similar examples could be cited to show how this 
presentation should be carried through as the student studies inter- 
mediate and upper level accounting courses. By the time he has 
finished his accounting program, he should have become thoroughly 
trained as a college graduate in accounting, and he should also have 
developed the ability to think and reason his way through the 
various problems and questions confronting him. A student trained 
in this manner is capable of projecting his thought and reasoning 
process to the solution of problems so often confronting the ac- 
countant in actual practice. It may be said that he has discovered 
the reasons for the things he does as well as their relationship to 
other procedures and practices. 

In summary it can be said that the basic assumption necessary 
for acceptance of Baylor’s approach to the teaching of accounting 
is that the accountant needs, above all, to be able to reason and 
think well. Few practitioners would disagree with this realistic 
premise. One of the things that they are vitally interested in as 
they interview prospective employees is the ability of the candidate 
to exercise sound judgment. Sound judgment can come only from 
the student who has developed an ability to reason and to think. 
From the point of the basic assumption mentioned above using 
the touchstones of properly understood definitions, principles, and 
conventions, the body of accounting knowledge is developed for 


the student as a means of meeting the objectives set out for ac- 
countants. 


